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working and results will have a distinct influence upon the regulation 
of public service corporations in the future. 

John A. Lapp. 

Railway Passenger Rates. Numerous laws relating to fares on 
steam railroads have been passed during the 1907 session of the legis- 
lature. This is not the beginning of legislative dealing with railroad 
fares and charges, but never before have we had laws so uniform and 
extensive, and never before has the two-cent fare received so much 
attention as at the present time. Some half dozen States have passed 
laws providing for a flat two-cent rate on all railroads; others have 
classified railroads according to their length or earning capacity and 
have fixed the rates to suit the condition of the road. Some States 
have made the fare above two cents per mile, but as a rule these 
States are less thickly populated and the transportation facilities are 
not so well developed. Two States in the Union — Virginia and Wis- 
consin — have established permanent commissions and these com- 
missions after long, careful, and scientific investigations, will decide 
the rates that the railroads in question may charge. 

In treating this subject it seems best to consider briefly; first, 
some laws passed prior to 1907; second, legislation passed during the 
session of 1907; and third, decisions of commissions handed down 
since the beginning of the present year. Legislation during the 1907 
sessions may be further classified as follows: first, States in which a 
flat two-cent rate was passed; second, States in which some considera- 
tion was taken of the ability of the road to reduce its rates either by 
considering the gross income per mile of the road, or its length; and 
third. States in which a higher rate than two cents was permitted. 

Railroad rates as a rule are fixed by the company owning or oper- 
ating the line the same as for any other business or service. In 
recent years, however, the legislatures of a number of the States, 
either directly or indirectly through a commission, have seen fit to 
fix a maximum fare above which it is unlawful for a transportation 
company to charge. Under its charter the New York Central Rail- 
road is allowed to charge only two cents on its main line; the company 
also issues mileage books on the two-cent basis which are good on 
the branch lines. In 1906, Maryland passed a law (Laws, 1906, c. 174) 
providing that mileage books containing coupons for 500 and 1000 
miles are to be kept at every ticket office of the corporation. The 
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purchaser of the book as well as any member of his family or any one 
of his employees, is entitled to the same rights and privileges as anj' 
other passenger. The book is not limited in time, but is good until 
all the coupons attached have been used. A fine of $50 is imposed 
on the railroad corporation for refusing to issue the mileage books and 
a like sum is also imposed if the conductor or agent refuse to accept 
the coupons in return for the transportation service rendered. The 
act does not apply to railroads chartered under the laws of the State if 
the gross passenger receipts do not exceed $5000 annually. Ohio was 
the first State to pass a flat two-cent rate. The law is short and 
simple. It states that a company operating a railroad in whole or in 
part in the State, may demand and receive, for the transportation 
of passengers on its road, not exceeding two cents per mile, for a dis- 
tance of more than five miles; but the fare shall always be made that 
multiple of five nearest reached by multiplying the rate by the 
distance. 

The laws of Illinois, Indiana, Minnesota, Nebraska and Pennsyl- 
vania passed at the present session, are very similar, differing only in 
detail. In each one of the States enumerated, a maximum two-cent 
rate is provided for. In Illinois it is unlawful for any corporation or 
company carrying passengers between points in the State to charge 
in excess of two cents per mile, but the law makes no provision for the 
free transportation of baggage. The minimum amount charged is 
fixed at five cents, and in determining the total fare, fractions of less 
than one-half of a mile are to be disregarded and all other fractions 
counted as one mile. If a passenger fail to purchase a ticket, fare at 
the rate of three cents per mile may be charged and collected and no 
provision is made for a return of the surplus. The penalty imposed 
for a violation of the provisions of the act is to be not less than $25 
nor more than $100 for each offense. The fine may be collected by 
suit brought by the attorney-general of the State or by the State's 
attorney of the county where the penalty is recovered; in a suit 
brought by a State's attorney an extra charge of $10 is imposed as 
attorney's fees (Bill No. 406, Amendment No. 2). The law of 
Indiana forbids railroads to charge more than two cents per mile. 
The holder of an adult passenger ticket is entitled to have 150 pounds 
of baggage carried free of any additional charges. The minimum 
charges are fixed at five cents, as in Illinois, and if paid on the train 
may be collected at the rate of two and one-half cents, but the con- 
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ductor must give a receipt for the surplus, redeemable in cash at any 
ticket office of the company. The penalty for violating the provi- 
sions of the act are to be not less than $25 nor more than $100 (Laws 
1907, ch. 42). The Minnesota law requires that adult passengers be 
carried for two cents per mile and be allowed to have 150 pounds of 
baggage. Any official found guilty of violating the provisions of 
the law is to be deemed guilty of a felony and punished by a fine not 
exceeding $5000 or imprisonment in the State prison for a period not 
exceeding five years, or by both such fine and imprisonment. In 
Minnesota nothing is said about fares collected on the train and the 
minimum charge is not fixed at five cents as it is in most States. The 
maximum penalty is greater in Minnesota than in any other State. 
(Laws 1907, ch. 97). In Nebraska the maximum rate is two cents per 
mile, and the minimum charge is fixed at five cents. Passengers are 
entitled to have 200 pounds of baggage transported free. No pro- 
vision is made for fares collected on the train and no specific penalty 
is attached (H. R. No. 267). The law in Pennsylvania provides 
for a maximum two-cent fare for all passengers without regard to 
age. The minimum fare is fixed at five cents and passengers paying 
fares on the train may be charged ten cents in addition to the regular 
fare; but if this is done a rebate check, redeemable in cash at any 
ticket office of the company, must be given. In Pennsylvania the 
penalty is severe. It is not a maximum penalty as in Minnesota, but 
a definite penalty of $1000 for each and every offense, payable in the 
county where the illegal charge is made (Act No. 52). 

Iowa and Michigan have not passed flat two-cent rates, but have 
classified the railroads according to their earnings per mile. A road's 
earning capacity is not the sole indication of its ability to reduce its 
fares and charges and still pay a reasonable return on the investment, 
but it seems more just than the method of putting all of the railroads 
of the State together in one class and making it a misdemeanor for 
them to charge more than two cents per mile. The Iowa law divides 
railroads into three classes and fixes the charges for each class. Class 
"A" with annual earnings of $4000 per mile, two cents; class "B" 
with annual earnings of from $3500 to $4000 , two and one-half cents 
per mile; and class "C" with annual earnings of less than $3000, 
three cents per mile. This also includes baggage not to exceed 100 
pounds in weight. A ten-cent charge is also added if the fare is paid 
on the train (Sec. 2077). In Michigan a distinction is made on the 
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basis of gross passenger earnings, upon the distance the passenger 
is carried, and between the upper and lower peninsula. Passengers 
are to be carried for a distance not exceeding five miles in the lower 
peninsula for three cents per mile, and for a distance not exceeding 
ten miles in the upper peninsula for four cents per mile. For all 
other distances for all companies, the gross earnings of whose pas- 
senger trains equal or exceed the sum of $1200 per mile, for each mile 
of road operated by the company, the fare is to be two cents per 
mile; and for all companies whose earnings are less than $200 per 
mile, the fare is to be three cents. In figuring the earnings and 
mileage of a road operated by the company the branch lines are to be 
included in the computation and the rate of fare is to be the same on 
' all lines owned by the company. In all cases baggage to the amount 
of 150 pounds is allowed. The penalty for violating any of the pro- 
visions of the act is fixed at $500 for each secular day the railroad 
refuses to comply with the demands of the law (Senate enrolled 
act, No. 72, sec. 9). 

West Virginia and Missouri have taken the extent of the line into 
consideration in fixing rates. In West Virginia the law is very much 
like it is in the States having a flat two-cent rate, except that it does 
not apply to independent roads under fifty miles in length; the max- 
imum fare is two cents per mile and the minimum charge collected 
is fixed at five cents. When fares are paid on the trains an additional 
ten cents may be charged, but a rebate slip must be given the pas- 
senger. One hundred pounds of baggage is also allowed. The pen- 
alty for each offense is fixed at not less than $50 nor more than $500. 
The Missouri legislature has divided the railroads of the State into 
four classes; class "A" includes the trunk lines and all branch lines 
owned or controlled by them; class "B" includes all other roads 
owned or controlled by any trunk line company; class "C" is made 
up of all other roads of a greater length than forty-five miles; and 
class "D" takes in all roads less than forty-five miles in length not 
owned or controlled by any trunk line company. It would seem that 
this classification was made for the purpose of fixing a just and reason- 
able rate; yet only two classes are used for that purpose. The first 
three classes are included in one and the maximum charge is placed 
at two cents per mile. In class "D" or roads less than forty-five 
miles in length the rate cannot exceed four cents per mile. The pen- 
alty is fixed at not less than $100 nor more than $500. A two-cent 
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rate bill was also passed by the Arkansas legislature and put into 
operation by the commission. The law does not apply to all rail- 
roads. 

The rate in North Carolina is fixed at two and one-half cents. 
These rates include baggage to the amount of two hundred pounds. 
No single fare need be less than five cents, and ten cents extra may 
be added for fares collected on the train, but no return of the surplus 
need be made. Independently owned roads sixty miles in length or 
less may maintain their present rates. Railroads constructed dur- 
ing 1906; railroads in the course of construction January 1, 1907, 
and railroads constructed during the years 1907 and 1908, may charge 
such rates as the commission determines to be reasonable. Mileage 
books of 1000 miles, good on all railroads on which the fare is the 
same as or less than the fare on the road selling the mileage book, 
are to be kept on sale at such ticket offices as the corporation com- 
mission shall direct. When the coupons are detached by any other 
railroad company they must be redeemed by the road which sold the 
book. The penalty is fixed at $500 for each violation and is payable 
to the person aggrieved (Passed March 2, 1907). 

Alabama and South Dakota both have railroad commissions, but 
the legislatures have seen fit to fix a maximum rate of two and one- 
half cents per mile and allow the commission to make certain classi- 
fications. In Alabama the two and one-half cent rate applies to all 
lines over 100 miles in length, while the rates on lines under 100 miles 
are to be fixed by the railroad commission. It is made a misde- 
meanor to charge a higher rate than that provided for in the act, and 
a fine of $50 is imposed (Laws 1907, p. 36). The board of railroad 
commissioners of South Dakota has power to make a schedule of 
reasonable maximum fares and rates, but the provision is added to 
the law that the maximum compensation per mile for the transpor- 
tation of any person with ordinary baggage shall not be greater than 
two and one-half cents, except upon narrow gauge roads. In fixing 
the maximum fare the commission is required to classify the rail- 
roads as far as practicable according to the amount of the gross 
annual earnings for the three years preceding the time when the classi- 
fication was made (Laws 1907, ch. 213). 

North Dakota also has a two and one-half cent rate, but the classi- 
fication and charges are entirely in the hands of the legislature. The 
maximum fare is not to exceed two and one-half cents per mile for 
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distances exceeding six miles. The minimum fare charged need not 
be less than five cents, and the sum of ten cents may be added to the 
legal fare when paid on the train. Mileage books in denominations 
of 1000 miles good for the purchaser and designated members of his 
family are to be sold for $20. The penalty depends on the offender; 
if the railroad corporation is found guilty, the fine is to be not less 
than $500 nor more than $5000, and if any officer or agent is found 
guilty he is to be punished by a fine of not less than $50 nor more than 
$100 or by imprisonment not less than thirty days nor more than 
ninety days or by both fine and imprisonment (Laws 1901, ch. 
199). Kansas has passed a law requiring railways to sell 500-mile 
tickets, good in the hands of the purchaser only, at the rate of two 
cents per mile. Two thousand mile tickets, good on all railroads, are 
to be sold at $50; and if all the coupons are used within eighteen 
months the carrier is to refund $9.50 to the purchaser. The enforce- 
ment of the law is put in the hands of the board of railroad commis- 
sioners and they may make all necessary rules and regulations (Laws 
1907, ch. 272). The ruling of the State corporation commission of 
Virginia in a decision handed down April 27, 1907, is to the effect that 
after July 1, certain enumerated roads shall charge a maximum rate 
of two cents for the intra-state transportation of passengers. The 
Southern Railway Company is allowed to charge two and one-half 
cents per mile on its divisions or branches. Other enumerated roads 
are allowed to charge three cents, and still others three and one-ha'f 
cents. The railroads in each of the four groups are enumerated. 
Railroad companies may collect an additional ten cents for fares paid 
on the train, and the minimum charge is fixed at ten cents for any 
single fare. 

The railroad commission of Wisconsin in a decision handed down 
February 16, 1907, held that a three-cent rate was excessive and 
that it should be reduced to two and one-half cents per mile. The 
commission went further and recommended that 500-mile tickets, 
good for the purchaser or any member of his family, be sold at $10. 
In the investigation, which was perhaps the most searching, elabo- 
rate and scientific of any yet made, the whole question of railroad 
rate regulation was considered. The following paragraphs quoted 
from the summary of the Wisconsin decision will throw light on the 
question. "In order to determine whether or not a given rate is 
excessive or otherwise, it is necessary to ascertain: (a) the reasonable 
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value of the property of the carrier as a basis for the allowance of 
income for investment, (b) To make an apportionment to the State 
of its proper proportion of the earnings and operating expenses of the 
company, (c) To ascertain what portion of the gross earnings for 
the State are derived from intra-state and what from inter-state 
traffic, (d) To apportion on some equitable basis the expenses of 
conducting traffic and other legitimate expenses between the two 
classes of traffic. That while it may not be possible to make a sep- 
aration of the expense of conducting passenger business from that 
of conducting freight that is absolutely correct, a separation can be 
made that is substantially correct for all practical purposes. Such 
separation is discussed and made in the opinion herein. That each 
branch of traffic should be self-supporting; that it is important to the 
people of the State that low freight rates should prevail, and there 
is no justification from an equitable or an economic standpoint in 
weighting the freight charges with any portion of the burdens of the 
passenger traffic, even if it could be done without violating the law. " 
Without doubt the safest plan for handling the difficult problem 
of railroad rates is the method used in Virginia and Wisconsin. In 
these States the ability of the road to reduce its rates is taken into 
consideration and no decision is handed down without due investi- 
gation and deliberation. There is no response to a clamor for reduced 
rates, unless a reduction would be just and equitable to all parties con- 
cerned. There is no pledging of party candidates and no serious 
attempt to take the matter out of the hands of the commission. In 
short, the whole question is taken out of politics and placed in the 
hands of a competent board. The railroad is looked upon as a 
business and the question is asked as to whether or not it is good 
business policy to command a reduction in the rates and charges. 

Robert Argyll Campbell. 

Railway Passes. New Hampshire has passed a law (March 22, 
1907) prohibiting railway passes in certain cases. The governor of 
the State is authorized to contract for the railway transportation 
of the members and employees of the legislature and various State 
officials. The contract is made in the name of the State, and the 
cost is paid from the treasury. This payment is in lieu of all mileage 
of members and employees of the general court formerly provided by 
statute. Those members of the legislature and officers of the State 



